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FONG GOES TO MARKET WITH $162 MILLION OF REFUNDINGS
“Treasurer Fong’s Recent Sales Have Saved Taxpayers $31 Million”

SACRAMENTO -- Capitalizing again on market conditions and a falling
interest rate environment, Treasurer Matt Fong Friday sold $162 million in State
Public Works Board refunding revenue bonds in three separate sales.

Friday’s sale of $162 million was the third refunding sale in as many
weeks brought to market by Treasurer Fong, which produced combined savings
to taxpayers of more than $31 million.  All three sales are part of a master
refunding of State Public Works Board bonds originally scheduled for sale on
September 4, 1996, but later postponed due to a deteriorating bond market.

“In all three recent refundings, our preparation and continued monitoring
of the market allowed us to take advantage of falling interest rates to generate
millions of dollars in savings for California taxpayers,” Fong said.

Particularly noteworthy in this transaction is the lack of insurance in all
but $12 million of the bonds sold today.  The remaining bonds were sold on the
strength of the state’s credit alone.

Fong attributed the lack of credit enhancement to California’s growing
economy and the efforts of his office in marketing California bonds through its
Investors Relation Program.  “The fact that we did not need to buy insurance to
sell these bonds is great news for California,” Fong said.  “This makes our
savings even greater.”

The issues include the sale of $40 million in 1996 Series D of the
California Community Colleges refunding bonds to refund a portion of previously
issued bond series sold financed construction and improvements to a number of
local community colleges campus. The transaction generated a True Interest
Cost of 5.709150% and gross savings to taxpayers was $1.97 million.
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Included in the issue were the sale of $122 million in lease revenue
refunding bonds for outstanding Secretary of State and State Archives 1992
Series A and Department of Corrections 1994 Series A term bonds.  The 2011
term bond of the State Archives series was insured by AMBAC.

The Secretary of State & State Archives transaction garnered a True
Interest Cost of 5.667513% and gross savings of $2.63 million.  The third
refunding, for the Department of Corrections, generated a TIC of 5.713064%
and gross savings of $3.08 million.

The bonds were sold in a negotiated sale by a team lead by senior
underwriter Bear, Stearns & Co., Inc., co-senior managers J.P. Morgan
Securities, Inc. and Prudential Securities Incorporated; and co managers Alex.
Brown & sons Incorporated, Great Pacific Securities, Inc., and William E. Simon
& sons Municipal Securities Inc.
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